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August 7, 2005

Alberta Energy & Utilities Board
Facilities Applications

640 — 5™ Avenue SW

Calgary, Alberta

Attention: Suszan MacDonald

Re:  Non-Routine Drilling Licence Application
SRGQG et al Sawn Lake 102/01-36-91-13 W5M

Susan; Lo

Attached are copies of notes and paperwork arising from recent atternpts to meet with the
Lubicon Indians with a view to addressing those concerns which they have that are
relevant to the proposed drilling license.

In summary, the position put forward by the negotiators Kevin Thomas and Fred
Lennarson, purported to be those of the Lubicon Indians, is that all activity within the
“Traditional Land’ map as presented by them, will be opposed until a land claims
settlement is achieved Individual operators who negotiate terms with them will proceed
on some basis, but objections will continue to any activity on the grounds of this being
their land to control for both surface access and mineral benefits.

Points I wish to make with regard to the above ghptipned application:

Four other weélls have been licensed in the area for the purposes of evaluating Bluesky
potential bitwmen production. None of these wells have obtained any volume of bitumen
production to date.

It is premature to label the Surge well as anything other than an evaluation of oil sands,
with a possibility of a production test.

Sincerely; ,
Surge Global Energy (Canada) Limited

B

John F. Brown

Attachments
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Meeting Of Sunday, July 31,2005 @ Little Buffalo, Alberta

Prior to the meeting, D. Perez, S, Gawne & J Brown met with Scott Land & Lease
representative, Arlene Charles, in Peace River.

One Hour meeting, consisting of initial contacts, a summary of the events preceding the
tneeting, and reiteration of the fact that Ms Charles was representing Surge, via Scott
L&L, to ensure that all paperwork regarding the surface rights was in place and
maintained current and orderly.

The meeting with the Lubicon Naticn, represented by:
Chief Bernard Ominiyak
Activist/lobbyist Kevin Thomas
Fred Lennarson
Band members

SURGE Global Energy:
David Perez, Steven Gawne, John Brown & Arlene Charles

Summary:

Opening remarks by D Perez, expressing a desire to understand and share with the
Lubicon Nation the plans of Surge for the Sawn Lake area.

Further comments regarding the progression of events leading up to Surge tzking over the
project,

Apology to the Lubicon Nation, on behalf of Deep Well, regarding the events and the
lapse of paperwork, in the entry on the lease at Sawn Lake.

A reiteration of the land claims issues, position and a request for support for a setilement
with the Lubicon and all levels of gavernment, presented by Lennarson.

Surge committed to send letters to Provincial & Federal governments supporting a
settlement, without bias, from the industry perspective..,

Surge, in response to requests for a sharing of information with the Lubicon, ta the same
extent that the AEUB and Sustainable Resources are made aware of carporate plans,
committed to do so, beginning with a review of the current project including speculation
as o future developments.

Meeting concluded with a will expressed by both parties to work together and openly, in
assessing plans to drill and evaluate at Sawn Lake, including the benefits to the Lubicon
Nation from activity by Surge.

Settlement of Trapper compensation
Request list of equipment & people we may employ
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Commitments by Surge:

Re: Lubicon Land Claims Issue

Contact with Alberta Government as follows:
Premier Ralph Klein — Letter & meeting
Department Of Indian Affairs:

Department Of Energy:- < Rand Smith

Federal Government: . _
Department Of Indian Affairs:

Purposg Of Contact;

To express the support of Surge in continued dialogue and resolution of outstanding Land
Claims issues, N _
To convey the significance of uncertainty in jurisdiction and reporting arising from
unresolved land claims,

'
ST ', S T

Re:  Sawn Lake Qil Sands Leascs

Discussion of the Sawn Lake Project
Timeline for drilling
Possible Escalation of the project:

Specific Concermns Over Future Water Usage
Ground Water Mapping
Potable water mapping
Aquifer discussion & mapping
Peace River Group of oil sands as a water source

Details of Information submitted for Mineral Surface Leases
Details of Drilling Liceise applications
Application per 556 — Copy of Application

Details of Applications for project statas
AEUR
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Attention: Arlene Chatles
Arlene:

Surge wishes to continue with yotr involvement as Haison in our ongoing interaction
with the Lubicon Nation.

We are providing you with copies of the following:
our notes of the meeting Sunday “
our commitments to the Lubicon Nation

In furtherance of our copunitments, we wish to have you organize the next meeting with
Chief Bernard where we will provide for discussion

Our near term plan for up to 10 wells.

Our strategy in light of a successful production test.

Our thoughts of how a thermal project would be conducted.

Our time is open for such times as are convenient for the Chief, from Monday August g,

2005 or Tuesday, the 9% .

We would suggest using the same meeting room we used at the Travellers, if meeting in

Peace River rather than Little Buffalo, was agreeable to the Chief. If not, then meeting at
the Band Officc will be workable. SR

We also wish to request a letter from the Chief, directed to the AEUB Facilities
Applications Group regarding Application Number 1411327, being the drilling licence
application submitted by Surge, and to which the Lubicon Nation have objected on the
grounds of future development,

We propose that the Chicf request that the AEUB confirm to him that the well licence is
subject to the following conditions: | B

The well is to be drilled from the abandoned well site 1.36-91-13 W5,

That the well is 2 test well of the Bluesky oil sands. E

That the well is not meant to be a productive oil well, but is subject to an amendment to a
horizontal well, drilled from the original well bore, on the same location as the test well,
as a result of analysis of the core of the vertical well.

;I‘hat the issuance of this licence does not obligate the AEUB to issue any subsequent
iCENCe.



Lubicon Lake Indian Nation

P.O. Box 6731
Peace River, Alberta TRS 155

Telephone: (780) 620-3045
Fax: (780) 625-3939

August 3, 2003

David Perez

Chairman and Chief Operating Officer
Surge Global Energy

12220 El Camino Real

Suitc 410

San Diego, Calitornia

92130 USA

VIA FAX: 1-858-704-5011
Dear Mr. Perez;
Thank you for meeting with the Lubicon Lake [ndian Nation Council on July 31, 2005.

At the meeting vou told us that Surge Global Energy is currently seeking to drill a single
well at 1-36-91-13 W5M. If that well proves successtul, you said. Surge will be seeking
to drill up to 9 additional wells in the Sawn Lake area over the next two years. You told
us that these wells will only use conventional cold-pumping methods to extract heavy oil.

Should the wells prove successful, you said. Surge will be proposing to develop means of
piping oil out of the area rather than relying on trucking. Y ou said that piping heavy oil
out of the area may require a heavy oil upgrader system. You said that the main upgrader
technology you're looking at is a system developed by Genoil Inc. You said the Genoil
process involves adding hydrogen to the heavy 0il to make the oil flow more readily. You
said the only by-product of this process is oxvgen.

You told us that Surge Global Energy will not use any surface water or potable water in
its operations. Any water used, you said, will come from brackish water found in deep
underground reservoirs, You said this water would be re-injected into deep reservoirs
after it was used and would not contaminate surtace waler.

You told us that Surge Global Energy and its partners have committed not to usc steam
injection or Steam-Assisted Gravity Drainage processcs in the Sawn Lake area at any
time because it is not safc to do so in this area.

As vou know the Lubicon Nation has expressed serious environmental concerns
regarding this projeet as a whole, especially concerning water usc, disposal and
contamination and the effeets of the proposed activitics on the nearby lakes. We are also



concerned with the project’s cumulative effects on wildlife, surface vegetation, air quality
and traffic in the area.

In addition, the Lubicon Nation retains unceded aboriginal title to our Traditional
Territory — which includes the Sawn Lake area — so there is an ongoing jurisdictional
dispute with the federal and provincial governments which creates uncertainty regarding
the regulatory regime Surge Global Energy and its partners must follow. This uncertainty
will remain until there is a land rights settlement between the Lubicon Nation and
Canada. A map of Lubicon Traditional Territory — outlined with a serrated [ing — is
attached for your information,

With respect to all of these matters, we appreciate the verbal commitments made by
Surge Global Energy and Deep Well Oil and Gas at our meeting on July 31.

In order that all parties are clear on what was discussed, we would like to express this
initial agreement between Surge Global Energy and the Lubicon Lake Indian Nation in a
letter between the two parties. Our understanding of these commitments is as tollows:

o Surge Global Energy will treat the Lubicon Lake Indian Nation in the same
manner as it treats the Alberta Provincial Government with respect to regulating
its oil and gas exploitation activities within Lubicon Traditional Territory, and
particularly with respect to the proposed Sawn Lake heavy oil project.
Specifically, Surge Global Energy and its partners will submit all plans and
proposals for activities within Lubicon Traditional Territory to the Lubicon Chief
and Coungil for approval prior to applying to provincial regulatory bodies for
permits or licenses. Surge and its partners will provide the Lubicon Chief and
Council with documentation, upon request, concerning such environmental and
operational details as are necessary for a full assessment of the project’s polential
impacts.

o Surge Global Energy and its partners will not proceed with applicalions for
provincial permits or licenses or with operations on the ground until it has
obtained the explicit written consent of the Lubicon Lake Indian Nation not to
oppose the project elements being proposed.

+ Agreement by the Lubicon Nation not to oppose any specific application or
project element will not constitute agreement not to oppose any other clements of

the proposed project,

e Should the Lubicon Lake Indian Nation agree not to oppose the proposed activity,
Surge Global Energy and its partners will identify employment opportunities for '
Lubicon Nation members where the Lubicon Nation has the capacity 1o carry out
the work.

e In relation to the current application for a single well license at 1-36-91-13 W5M
currently being proposed the Lubicon Nation has requested further information



from Surge Global Energy regarding water use and disposal. water flooding, and
the proposed Genoll heavy oil upgrading process. Further. we have requested
additional assurances that Surge Global Energy will not pursue exploitation near
or bencath Sawn and Haig Lakes.

o Surge Global Energy and its partners will not pursue any projects within a one-
mile buffer zone surrounding the proposed Lubicon reserve at Haig Lake pending
settlement of Lubicon land rights. This inclades one Section of the oilsands leases
held by Deep Well (il and Gas, at 27-91-13 W35M. A map of the proposed
reserve area at Haig l.ake is attached for your information.

e These commitments will be binding on Surge Global Lnergy and its successors,
and will be included as a condition on any sale of asscts within Lubicon Lake
Indian Nation by Surge Global Energy, its partners or their successors.

» We agree that there will be ongoing communication between Surge Global
Energy and the Lubicon Nation on operational and cnvironmental issues.

If this accurately reflects your understanding of the commitments made by Surge Global
Energy, please sign this letter below and return a signed copy 1o us.

Sincerely,
——— :)

S

Bernard Ominayak
Chief, Lubicon Lake Indian Nation

David Peres
Chairman, Surge Global Energy
Date:
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August 9, 2005

Bemard Ominayak
Chief, Lubicon Lake Indian Nation

P.O. Box 6731
Peace River, Alberta 85 155

VIA FAX 416-535-7610
Dear Mr. Ominayak
Thank you for meeting with Surge Global Enérgy on July 31, 2005.

Surge Global Energy wonld like to request another meeting wirkin the week of August 13
to 19, 2005 where we will provide for discussion:

» Specific concems ovel future Water usage

e A pearterm plan forupto 10 wells.

o Strategies in light ofa successful production test.

o Surpge’s thoughts of how a thermal project would be conducted.

Surge would also lke to request a letter from Chief Bemerd Ominayak, directed to the
AEUB Facilities Appbications Group regarding Application Number 1411327, being the
drilling license application submitted by Surge Global Energy, and 1o which the Lubicon
{ndian Nation have objected on the grounds of future development.

Surge requests that this letter also express 10 objection 1o the single well, 2s described
ahove.

Surge purposes that Chief Bernard Ominayak request thar the AEUB coafirm to him that
the well license is subject 10 the following conditions:

¢ That the issuance of this license does not obligate the AEUB to isgue any
subsaquent license. i -

e The well is to be drilled from the abandoned well site at 1-36-91-13-W5M.

o That the well is a test well of the Bluesky oil sands.

o That the well is not meant 10 he a productive oil well, but is subject to an
amendment 1o a horizontal well drilled from the original well bore, oD the same
location as the test well, asa cesult of analysis of the core of the vertical well.

f have also included a list of Commitments by Surge Global Energy.

We look forward to working together and otmnly, in assessing plans to drill and cvaluate
at Sawn Lake, including the benefits to the Lubicon Indian Nation from activity by Surge

Global Energy-

orriCES IN CALCARY = FEOMONTON » GRAMNDK PLAIRIE Ln..owoums'rn r REGINA * vaRCOUVER - AORT 5T. 1QOHN



hug-08-2005 02:33pm  FromeSCOTT LAND & LEASE 17804295564 ¥ 1=dgad P HEA Ve

Commitments by Surge Global Energy:

Lubicon Land Claims Iss5ue
Contact with Alberta Government as follows:

« Premier Ralph Klein— Lefier & meeting

« Department of Tndizn Affairs

« Department of Energy” Rand Smith
Comtact with Federal Gevernment

o Deparment of [ndian Affairs

Purpose of Contsct:
To ¢xpress the suppart of Surge Global Energy in continued dislogue 2nd resolution of

outstanding Land Claims Issues.
Ta convey the signifieance of uncerinty in jurisdiction and reporting arising from unresolved

land claims.

RE: Sawn Lgke Oil Sapds Leases

Discussion of the Sewn Lake Project
Timeline for drilling
Possible Rscalation of the project

Specific concerns over fanire water usage
Ground water mapping
Portzble water mapping
Aquifet discussion & mapping
Peace River Group of oil sands 2§ a waler squIce

Details of informmation hrmitted for Mineral Surface Lenses

Deuails of Drilling License applications
Application per G-36 & Copy of application

Details of Application: for project status.

Details of Surge Globul Energy and its partners 0 identify any fnue employment opportanities
for Lubicon Nation mertbers, with a list of available equipment and members capacities 10 COITY

out the work

To settle compensation issues with any disposition holders ie. Trapper- Waler Whitehead

Sincerely,

Choea

Arlene Charles-Lialscn

Scotr Land & Lease
Agent for Surge (lobal Energy.

[alel



Lubicon Lake Indian Nation

PO Box BT
Paace River, Albers TBS 155

Talaphona: (780) 629-3345
Fax: (780) 628-3930

August 9, 2005

David Perez

Chairman and Chief Operating Officer
Surge Global Energy

12220 El Camino Real, Suite 410

San Diego, California

62130 USA

VIA FAX; 1-858-704-5011

Dear Mr. Perez,

I received the attached letter from Axlene Charles on behalf of Surge Global Energy
earlier today.

The list of commitments from Surge Global Energy attached to Ms. Charles’ letter does
not accurately reflect the commitments made by yourself and Surge Vice President John
Brown in our July 31, 2005 meeting.

My letter of August 3, 2005 accurately reflects the commitments made by Surge Global
Energy representatives at that meeting, including the commitment to seek Lubicon
consent not to oppose Surge operations prior to applying for provincial permits or
licenses.

The Lubicon Nation did not and will not agree to withdraw our objection in exchange for
a promise to talk with us about your project. The Lubicon Nation would consider
agreeing not to oppose your project based on our evaluation of the information you '
provide to us regarding the serious concems we have raised.

Neither are we entering into an agreement with Scott Land & Lease regarding the
commitments Surge Global Energy made to the Lubicon people. OQur agreement is with
Surge Global Energy. '

Please indicate to me that my letter of August 3 accurately reflects the commitments you

made at our July 31 meeting; or, if my letter does not accurately reflect your
conumitments, please indicate how your understanding differs from ours.

Ealall)



With respect to a further meeting between the Lubicon Nation and Surge Global Energy,
we would like to meet once it is clear to us that Surge Global Enerpy is willing to stand
by the commitments made in our meetings.

Hopefully by ensuting that we have a common understanding we can avoid any future
difficulties between Surge Global Energy and the Lubicon Nation.

Sincerely,

o

Bemard Ominayak
Chief, Lubicon Lake Indian Nation

cc Me. Arlene Charles, Scott Land & Lease
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SURGE GLOBAL ENERGY (CANADA) LTD,
#2600, 144 Fourth Avenue s
Calgary, Alberta TIP 314
Tug, 401-420-1118 403-440-1114 Fax
August 11, 2003
Bemard Ominayak
Chief, Lubicon Lake Indian Ivation
P.O. Box 6731

Peace River, Alberta TUS 185
VIA FAX 416-535-7810
Dear Mr, Ominayak

Per our meeting and digcussions with Kevin Thomas over the past week ] am please to
communicate to you that Surge Global Encrgy s €0 mmitted 1o building a relationship that will be
a long lasting one based on open communications and Till disclosure to all of our activilies in the
Peace River region. Per our meeting we would like to request another meeting within the week of
August 22 to 26, 2005 where we will provide information for discussion on the following topics:

l. Specific concecns over future water usage:
No surfaée water, or water from potable aquifers, will be used by Surge for any voidage
replacement programs. The Peaco River Formation overlying the Bluesky Formation is
known & be wot, and would be the likely source of any water used for injection into the
Bluesky. Any water injection scheme will be studied thecoughly priat to application and
implementation, Such studies will include discussions with the Lubjcons and will take
into consideret.on all concerns of impact on the environment.

2 A pear term plan for up to 10 wells in totak:
Surge will discuss each location with the Lubicon, prior 1o making application to the
ABUB for any licenses. Any concerns expressed by the Lubicons will be taken into
consideration rrior to application submissien 10 the AEUB. 0i} from production testing
will have to be trucked initinlly, but Surge expects 1o be able to make such arrangements
to be commerc-al a5 ere required to pipeline oil once the oil character and quality is
known, and adequste volumes are available to be committed to 2 pipeline. Surge does not
plan to rely on trucking elone, or gucking long term, should this project move forward.

3 Strategles in light of a successful production test:
Normally, Surge would like to see six months of production from any well before having
edequate datz ¢n which to base future projections of economic programs. Qil samples are
required to zllow identification of the oil, s well as determine pricing for it. Production
rates are required in order to define the options available for production, After review of
information gatherad from production testing, Surge will discuss options regarding
ongoing produntion with the Lubicons, ptior 1w moving forward with such plans.

Page 1 of 3
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4. Surge’s thouglits of how a therma)l project wounld be copdected:
Existing wells throughout the ares were not required to be cemented with thermal
cement, if they were drilled prior to 1990, Such wells posc 2n unacceptable risk to a
steam injection program. More importantly, Surge peliaves st this time the high cost of
steam generation and injection would not be justified in this area. Thus, no steam project
is currently contemplated or proposed for this arez.

As soon as possible Surge would like to request a leter from Chiel Bemnard Ominayak,
directed to the AEUB Farilities Applications Group regarding Application Number 1411327,
being the drilling license application submitted by Surge, and to which the Lubicon have
objected on the grounds of future development, Surge requeats that this letter express no
objection to the single well, as described above.

Surge proposes that Chief Bernard Ominayak request that the AEUB confirm to him that this well
license is subject to the following conditions: ‘ ‘

« That the issuance of this license does not obligate the ARUB tu iseue any subsequent
license, .

« The vertical well is to be drilled from the abandoned well gite at 1-36-91-13-W5M.

+  That the vertical well is a test well of the Bluesky oil sands.

»  That the verticil well, based on core analysis end log interpretation, is subject to being
plugged back and amended to a horizontal weli, drilled from the eriginal well bore, ot
the same location 2 the test well, and this horizontal well bore would be production
tested. :

Surge looks forward to working together and openly, in ssgessing plans to dxill and evaluate at
Sawn Lake, including the benefits to the Lubicon from activity by Surge.

Commitments by Surge:

Lublcon Land Claims Insce
Contact with Alberta Government as follows:

»  Prerier Ralph )lein — Letter & meeting

» Department of Indian Affaics — Letter & meeting

+  Depastment of inergy: Rend Smith — Leiter & meeting
Contact with Federal Guvernment

» Department of Indian Affairs

Purpose of Contaci:

‘To express the support of Surge in continued dialogue and resolution of outstanding Land Claims
Issues. In addition, Surge would like to convey the significance of wneertatnty in jurisdiction and
reporting arising from unresolved land elaims,

RE: Sawn Lake O3l Sands Leases

» Discussion of the Sawn Lake Project
o Timeline for drilling

Page 2 of 3

—— E a



[1 Aug 2005 S:52PM GURGE GLOBAL ENERGY 4Ud-a9U=12.7

o Possible escelation of the projact

«  Specific concerns over fiture water usage
o Cround water mapping
» Potable water mapping
o Aquifer discussion & mapping

+  With regard to the normal course of AEUB requirements:
o Surge will meet with Lubicons & digouss each well prior to making application
i the AEUB for licenses. Any concerns raised by the Lubicons will be taken inta
consideration prior to submission of applications to the AEUB.

o Surge will share with tho Lubicons the same information as is provided ta
Sugtainable Energy for Mireral Surface Leases, and the same information as is
provided to the AEUB for drilling Heenses. Any applicstions by Surge for project
status will be discussed with the Lubicons prier to submission to the AEUB, and
concems will be taken into account in a timely manner.

Surge will make every effort to ¢nsure & proper working protocol is established with the Lubicon,
and expects that any change in manrgement/successor of Surge, or title to leases held by Surge
will maintain and adhere to an effective working protocol, and expects that the Lubicon will
likewise support such a mechanistm, regardless of specific changes within the Band structure.

Smeerely,

Surgze Olobsl Energy (Canade) Ltd.

David Perez, Chisf Operating Officer and Cheirman of the Board
Tel: 1- 858-704-5018

Fax:1- 858-704-5011 (1IJSA/Canada)

Email; david@surgeglobalenergy.com

Pagedofl
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Lubicon Lake Indian Nation

P.0. Bux 4747 :
Papos River, Alberta T3 158

____'_*‘:r'_'_-'-__ﬂ_
“Talcphora: (780} 620 4045

Fax; (¥80) 529-3839

August 12, 2005

David Perez

Cheirman and Chicf Operating QOfficer
Surge Ulobsl Energy -

12220 El Catnino Keal, Suite 410

gan Driego, California

92130 USA

VIA PAX: 1-858:704-501 1
Dear Mr. Perez;
1 received your Jetter of August 11 this morning.

Obviously your letter still does not accuratsly reficer the commitments made by yourself
and Surge Vice President Jahn Brown in ouwt July 31, 2003 meetng.

My letier of Angust 3, 2003 accurately reflects the unequivocal commitments made by
Surge Global Energy representatives at that mesting, including the commitment to seek
Tubicon consent not T oppose Surge operations prior 1o applying for proviocial permits
of licenses.

Lubicon tepresenratives arg always prepared w hear presentations from companies nbout
thieir plans for projects within unceded Lubicon Traditional Territory and we will
consider our position with regard to each project pesed on the informiion provided.

However the Lubicon Nation is not pprepared to withdraw our objection to your curent
ARUB application based on tpe highly qualified series of statemens in your letter which
essentially promise only to tell us what you'ie going to do before you proceed.

We would like to be able to make an ipformed decislon about this preject but itis -
increasingly difficult to do so when we can't rely on the starements msde by Surge .

repeesentatives from one dey to the next.

Sincerely, ,

DPernard Ominayak = .
Chilef, Lubicon Lake Indian Nation

. Susan MacDonsld, Alberta Energy and Utilitles Board
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